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Regulation and Growth. Case of Bulgaria 
Veliko Dimitrov 
 
The last Index of Economic Freedom1 was 
published early in January for the 12th year in a 
row. In this year’s edition there have been 
ranked 157 countries2 against a list of 50 
independent variables divided into 10 broad 
indicators. According to the average value of 
those ten factors each country finds a respective 
place in the rating, while the higher the score 
equates to the greater the level of government 
interference in the economy and logically the 
less economic freedom enjoy people living 
there. Numerous studies have demonstrated a 
clear and sound relationship between welfare of 
a nation and the extent to which government 
bodies are involved in carrying out economic 
activities. 
Studied countries are grouped together in four 
general categories: free, mostly free, mostly 
unfree and repressed. According to the index 
this year Bulgaria ranks on 64th place (out of 157 
countries), getting total score of 2,88 points, 
which places it into the group of mostly free 
economies. There is a strong correlation between 
                                                 
1 The Index is a joint elaboration of The Heritage 
Foundation and The Wall Street Journal 
2 The Index measures 161 countries but 4 of them 
have not been graded, namely Serbia and 
Montenegro, Sudan, Democratic Republic of Congo 
and Iraq  
per capita income and the group a country falls 
into, which is explicitly illustrated by the next 
table: 
 
Table 1 
 Free Mostly free Mostly unfree and repressed 
Per 
capita 
income 
(PPP) 
30 997 
dollars / year 
13 531 
dollars / year 
under 4 300  
dollars / year 
 
One of the indicators composing the index 
(factor #9: Regulation) measures direct state 
intervention in service and commodity, financial 
and labor markets, besides the difficulties one 
could have starting a business (entering a 
market) and developing it as well. Following 
variables are being evaluated within this factor: 
• Licensing requirements to operate a 
business 
• Ease of obtaining a business license  
• Corruption within the bureaucracy 
• Labor regulations, such as established 
workweeks, paid vacations and 
parental leave, as well as selected labor 
regulations 
• Environmental, consumer safety and 
worker health regulations 
• Regulations that impose a burden on 
business 
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Solely according to the aggregated score of this 
indicator Bulgaria is far beneath the average 
level – after the marking system based on five 
grades that is being used here – gets 4 points 
which means that a very high level of regulatory 
burdens is imposed on the economy (the less the 
score, the fewer the barriers and the easier one 
tackles with them). 
From the point of view of a firm, each form of 
regulation sucks financial resources out of its 
budget and thus embarrasses its smooth 
functioning. Fulfilling administrative criteria 
implies covering costs, which are not directly 
connected to its main activity but take effect on 
its financial results – slash the profit and reduce 
to the same extent the internal sources of capital. 
Narrowing the volume of the profit that can be 
reinvest, leads logically either to less 
investments or to the same level of investments 
however burdened with higher risk because 
funds must be raised partially by taking a credit. 
Therefore, the stricter the regulatory system 
regarding entrepreneurs, the harder they carry 
out business activities and the lower the 
profitableness they achieve. 
Peculiar to regulation is that introducing 
standards and licenses into one sector or market 
reflects inevitably others. For instance, 
according to a World Bank’s study, the most 
usual reasons for dropping or limited creation of 
jobs are burdensome administration and high 
costs for starting a business. On the other hand, 
deep regulations in labor market (established 
workweek, fixed minimum wage…) influence 
the FDI level and thus affect a part of the 
financial market. The more and the more 
inflexible decrees there are, the less incentives 
the investors have. 
Besides, there is a positive correlation between 
total regulatory load on business, measured by 
consumed time and other costs and incentives to 
go over to the black market or to create 
corruption.  
 
Bulgaria and neighbor states 
 
Table 2: Regulatory government intervention 
according to Index of Economic Freedom three 
years ago and now - scores  
 2003 2006 
Bulgaria 4 4 
Greece 3 3 
Turkey 4 4 
Romania 4 4 
Macedonia 4 4 
Note: Serbia and Montenegro not graded 
 
Results ascertain that over the past three years 
there have not been any changes made in 
regulatory system and process either in Bulgaria 
or in its neighbors. Solely in Greece the 
regulatory environment is given the next better 
score, respectively the population there enjoys 
the highest income per capita in the region. 
For the same period of time, according to the 
index, the general situation in Bulgaria is 
improving, changing from 104th to 64th place, 
which is undoubtedly a significant advancement. 
However, this is due to an improvement in all 
others variables and to no extent to limiting and 
reducing licensing and registration procedures. 
For the same three years disposable income in 
Bulgaria has not changed much, e.g. has been 
growing at a much slower pace compared to 
country’s moving up 40 positions in the index, 
which proves true the statement that there is a 
positive and a very strong connection between 
welfare of a nation and the degree to which the 
government lays control over business and labor 
force. 
Considering all this, having the following as a 
model should not be wrong at all: 
• Procedure for obtaining a business 
license in the United States – just 
mailing in a registration form and 
paying a minimal fee 
• Procedure for obtaining a business 
license in Hong Kong – just filling out a 
single form, which can be completed in 
a few hours 
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“Big Bang” Enlargement of the Euroarea3 
Georgi Angelov, Martin Zaimov4 
 
Rules are important for economic development. 
But it is also important for rules to be 
appropriate and adequate for the respective 
situation. Furthermore, when the situation 
changes some modification to the rules become 
necessary. Societies that do not adapt to change 
are threatened to decline.  
The so-called Maastricht criteria for countries 
applying for membership in the Euroarea are an 
example of rules that badly need to be changed. 
When the criteria were designed in the early 
1990s the EU was twice smaller than now, while 
member countries had close income and price 
levels and rates of economic growth. These 
criteria, and especially the inflation criterion, are 
outdated and inappropriate to the present 
situation. 
The EU of 25 countries (soon 27) is entirely 
different from 15 years ago. There are big 
differences in income and price levels which 
implies higher economic growth and inflation in 
new member states. Most of the lower income 
countries experience a catch-up process that is 
associated with higher economic growth and 
faster increase of wages and prices. This leads to 
either appreciation of the exchange rate (for 
floating exchange rate regimes) or higher 
inflation rates (for fixed exchange rate regimes). 
The situation is further complicated by the EU 
requirement for new member states to 
“harmonize” (i.e. increase) excise duties, which 
are strong pro-inflationary factor.  
In a situation like this the only three ways for 
new member states to comply with the inflation 
(or exchange rate) criterion are to have 
stagnation of the economy or to use creative 
accounting and data beautification in order to 
manipulate the statistics (like Greece or Italy), or 
show open disregard for the rules (like Germany 
                                                 
3 A shorter version of this article appeared for the 
first time on January 19, 2006 in the Brussels 
newspaper “European Voice”, published by “The 
Economist”. 
4 Georgi Angelov is senior economist at the Institute 
for Market Economics, Sofia. As deputy chairman of 
the Bulgarian National Bank in the 1990s, Martin 
Zaimov oversaw the introduction of a currency 
board. 
and France). Obviously, the most sensible 
solution is to scrap the Maastricht criteria or at 
least modify them to adapt to the change. 
The experience of Bulgaria with the currency 
board (which resembles euroization) shows that 
euroization can be beneficial. It disciplines fiscal 
policy, leads to decreases of the budget deficit 
and stimulates economic reforms. Therefore, a 
fast adoption of the euro is highly desirable and 
must be pursued by the EU as a tool for 
promoting economic stability and reform in the 
new members. 
The best move that can be made by the EU is to 
follow a “big bang” policy for enlargement of 
the euroarea. All new member states can be 
offered to enter immediately. There cannot be 
any negative implications – the combined GDP 
of the new member states is too small a portion 
of the GDP of the EU to change the monetary 
conditions. However, this move will be quite 
beneficial to new EU member states and will 
relieve them from the necessity to search for 
smart ways to circumvent the outdated criteria.  
If a “big bang” policy is not implemented, the 
second best option for the new member states is 
to euroize unilaterally. If some of them do it the 
Commission and the ECB will be forced simply 
to recognize the fact. 
Recommending “big bang” policy does not 
mean that the ECB is necessarily going to offer 
the best option for monetary policy in the long 
run. The ECB is not accountable and 
transparent. It does not even achieve its own 
goal for inflation - 77% of the time inflation is 
above the target. Therefore, the success of “big 
bang” policy is not unconditional. It requires 
ECB’s monetary policy strategy to be improved 
(introducing explicit inflation targeting with 
symmetric inflation target set by political 
authority – for example ECOFIN) and its 
transparency and democratic accountability to be 
strengthened. If these improvements are not 
made, the euro might loose its credibility and 
strength and many countries might be better 
advised never to join the Eurozone. 
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On State Properties and Transparency 
Svetla Kostadinova 
 
In the beginning of 2006 it appeared that some 
of the Bulgarian ministries and agencies did not 
declare their property in Sofia municipality or 
they misreported a lower price. This resulted in 
the non-payment of waste tax or payment of 
lower amount. The notorious problems with 
garbage collection in Sofia made it a sensitive 
issue. The new “general” mayor declared that he 
would do the impossible to improve the system 
and to remove all obstacles imposed by previous 
10-years mayor who did not succeed to prevent a 
1 month garbage flood on Sofia streets. 
This is a clear example of non-transparency and 
lower accountability of state administration and 
we can outline the following problems. 
State institutions are given and dispose of certain 
property to perform their functions according to 
Law on state property. 
In 2005, the National Audit Office released a 
report that showed striking cases when the 
requisite “price” was missing in the deeds for 
state property. The Ministry of regional works 
and development, along with the district 
governors, who are entitled by the law, to take 
care of all state properties, announced in 2005 
that there has been already put in place national 
information system “Property Register”. It is 
supposed to maintain and provide information 
on all state properties through Internet. 
Unfortunately, we cannot say if this system 
works properly since the access is restricted to 
government officials and the district governors. 
Several events from this week (January 16-22, 
2006) proved that this information is not 
available even to all entitled parties. There were 
doubts if each ministry and state institution had 
declared their property at all, and if yes – what 
exactly. What does this means? 
1. Lack of available and free access 
information is a prerequisite for opacity 
before citizens in first place, and other 
parties on the other hand (municipalities 
in this particular case). No information – 
no accountability. 
2. Citizens are those that the state 
administration works for. They are those 
that administration should be 
accountable before and if state property 
public register is not operational, this 
means that the public servants do not see 
us as their “employer” per se. How can 
we expect good work from them in this 
case? 
3. Property registers are one of the most 
often used worldwide. There are a lot of 
potential users and interested parties that 
can use the information – municipalities, 
banks, construction entrepreneurs, 
insurance companies, pension finds, etc. 
Therefore, such register is of crucial 
importance and it is not acceptable that 
it is not in operation, nor easy to access.  
What needs to be done? 
- All information about state properties 
(public and private state properties 
according to law on state property) 
needs to be free of charge, easily 
accessible and including all requisites – 
price, location, etc; 
- Selling of all private state properties 
should be done as soon as possible. The 
state is not a good landlord and has no 
stimuli, nor common sense to be such; 
- Reducing of state administration at least 
with 20% that will lead to the sale of 
part of state properties; 
- Privatization of not-typical for state 
administration activities and services 
and provision of most of public services 
by private sector; 
- Introducing in practice the electronic 
government – you can try to send 
documents using digital signature and 
will find out as many different 
requirements, as ministries we have. 
And this applies only for those that 
declare that they have the procedures 
and technologies put in place. 
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Trade, Deficit and Taxes 
Adriana Mladenova 
 
It is only some weeks after the last round of the 
World Trade Organisation (WTO), held in Hong 
Kong. The main purpose of the talks and 
negotiations was to further liberalization of trade 
among countries as nowadays no one denies the 
benefits from free trade. Free trade means not 
only the abolishment of trade barriers such as 
tariffs and fees but also limiting of all political 
and economic intervention in the commercial 
relations among citizens from different 
countries. 
In this course of thoughts, a research paper 
recently published by the Organization for 
Economic Co-operation and Development 
(OECD) provides a possible assessment of the 
impact of a package of structural reforms in all 
OECD countries on their long-run trade and 
output gains. The package includes reforms that 
reduce competition-restraining regulations, cut 
tariff barriers and ease restrictions on foreign 
direct investment. Analysis and calculations 
indicate that such reforms could lead to gains in 
GDP per capita in OECD countries of up to 3 to 
5 per cent. This provisional growth results not 
from an increase in net exports but from 
enhanced productivity of factors of production 
due to more competition and greater co-
operation and specialization among states. 
Bulgaria is a member of WTO and a candidate 
for accession in EU, which is based on the 
principle of free movement of goods and 
services, capital and people. However, Bulgarian 
politicians avoid debating the benefits from free 
trade and, for months, have been only 
scrutinizing the sign of the trade balance. To 
them, a trade deficit means a problem with 
which “we” should cope by all means.   
 
The data  
The National Statistical Institute (NSI) published 
the data for the balance of payments until 
November 2005. According to them, the deficit 
of the current account has worsened to 12.7% of 
GDP. Analysts forecasted months ago that the 
deficit may reach 13% of GDP for 2005 and 
these expectations have proven conservative. 
November exports have risen by 18.2% while 
imports have increased by 27,1% in respect to 
the same period in 2004. This accelerated rise of 
the imports in comparison with exports leads to 
the worsening of the trade deficit, e.g. 
Bulgarians buy foreign goods more than 
foreigners purchase Bulgarian goods. 
 
The reasons 
There are a number of reasons for the above 
stated numbers. In economics everything is 
subject to the law of cause and effect and the 
trade deficit has its own explanation that has 
actually nothing to do with the competitiveness 
of the Bulgarian companies. The reasons for the 
deficit in short are listed below: 
− The growth of the Bulgarian economy is 
bigger than the growth rate of its main 
trading partners and thus, the 
consumption of the Bulgarians has been 
rising more rapidly than the 
consumption of the foreigners.  
− The largest contribution to the increase 
of imports have been the investment 
goods and the energy resources while 
the import of consumer goods falls 
behind the other import components. 
Therefore a reasonable share of the 
import is actually “feeding” the business 
with inputs. Investment goods and 
resources lead to higher economic 
growth in the middle- and long-run. 
− Credit expansion leads to higher 
domestic consumption and more import 
as a consequence. 
− Higher prices of energy resources reflect 
into greater value of import, which does 
not necessarily mean that there is a 
greater quantity imported.  
− The savings rate abroad also has a direct 
impact on the capital mobility and 
transfer of financial assets between the 
Bulgarian economy and the rest of the 
world.  
Due to the rapid economic growth that is natural 
to developing counties, Bulgaria is an attractive 
place for investment. During the last year the 
interest of foreigners has increased, green-field 
investments, portfolio investments as well as 
outsourcing are being made. Using the 
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instruments of the economics statistics, the 
foreign direct investments occur in the capital 
account of the balance of payments and it runs a 
surplus while the trade balance bears a deficit so 
that the overall balance of payments is always 
zero. As a whole, Bulgarians import more goods 
and services than they export but at the same 
time more capital and investments in financial 
assets are attracted than transferred abroad.  
 
Government proposals on the horizon 
What should worry people is not the trade itself 
but the consequences of the politicians’ 
decisions. The Deputy Minister of Finance, 
Georgi Kadiev, was clear and unambiguous 
when he said that an increase in the value added 
tax (VAT) could be used as a measure against 
chronicle trade deficit in Bulgaria, although 
Bulgaria is a country with a high VAT rate 
relative to other countries in Europe and many 
surveys show that a great part of the informal 
economics comes from the attempts of people to 
evade the payment of VAT. The rationale 
behind the proposal of the Ministry of Finance is 
as follows – the higher tax will shrink overall 
domestic consumption and import will decrease 
as a side effect of the decreased purchasing 
power of the citizens. It is obvious that this 
argument is counterproductive.  
One of the possible hypotheses for such a 
proposal by government officials is that IMF 
insists on decreasing the trade deficit in Bulgaria 
because it is one of the main indicators that they 
follow. Taking into account that the Fund 
Mission is near to its completion at the end of 
the year and following the statements of the 
head of the mission to Bulgaria Hans 
Flickenshield, it is clear that IMF requires from 
politicians to take quick measures against the 
trade deficit. 
However, a possible increase in the tax burden 
would have various impacts and side effects but 
the decrease of the trade deficit is not among the 
direct and certain results, especially in the short-
run. The main effect from a possible increase of 
the indirect tax rate is reduction in the economic 
activity and withdrawing of some investors 
because of the lower profitability rate, market 
distortions, creation of additional incentives for 
expanding of informal sector, and making some 
of the Bulgarian producers less competitive. In 
some European countries producers from 
different sectors pay a much lower rate of VAT 
due to differentiated tax rates. An increase of the 
VAT in Bulgaria will even worsen these 
discrepancies. In the short run the value of 
import may even rise, as the imported goods are 
one of the alternatives to domestic production 
and from other point of view the import of 
inputs and resources is generally inelastic to the 
level of income and prices in the short term. 
Still, politicians can do something about the 
trade balance. They can decrease the overall tax 
burden in the country so as to make the 
Bulgarian goods and services more competitive 
and their prices to be closer to their market 
intrinsic value. Taxes distort market signals and 
create deadweight loss. Problems in economics 
are not cured by worsening of these problems 
but by taking steps to eliminate them. 
 
 
 
Inflation in 2005 
Dimitar Chobanov 
 
The National Statistical Institute has released 
preliminary data about the consumer price index 
(CPI) dynamics in 2005. These data are the 
subject of revision but, probably, the final values 
would not differ substantially of now available 
and thus enable the analysis of the last year 
situation according to this indicator. 
The change in the CPI in December 2005 
compared to December 2004 is about 6.5 per 
cent and the annual average is 5.3 per cent. Still, 
end of the year inflation is a point estimate while 
the annual average value gives better 
understanding of the whole picture. 
Few factors determine the rate of price increase 
during the last year. The currency board that is 
adopted in the country sets general framework 
and the other determinants are the credit 
expansion and related Bulgarian National Bank 
(BNB) measures, the government fiscal policy, 
the international conjuncture, floods and the 
weaker crops, as well as the change in some 
administratively set prices. 
The currency board arrangement is a monetary 
policy rule that binds monetary base with the 
economic agents demand for money. The central 
bank is not allowed to increase the money 
emission by own decision but keeps some 
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instruments to control the money supply by 
setting minimum reserve requirements and 
applying administrative actions. In fact, the 
functioning monetary regime can be 
characterized as a currency board like system 
because it differs from the orthodox one as BNB 
keeps some of the traditional central bank 
features. 
The fast rate of credit growth logically leads to 
analogical development in money supply that, in 
turn, determines the higher prices of goods and 
services bought using these credits. Of course, 
one should consider supply side factors of these 
goods and services and the presence of 
competition. Generally, when goods can be 
provided by many sources this does not allow 
their prices to rise in case of strengthened 
demand in a small market, like the Bulgarian 
one. For example, the household appliances are 
not more expensive in 2005 than in 2004 (prices 
in the item “Furnishing, household equipment 
and routine maintenance of the house” rose by 
1.5 per cent) although there is a strong demand 
and growth of consumer loans. 
Supported by the government policy to maintain 
a large surplus in the consolidated budget the 
measures directed towards the restriction of 
credit expansion of the Bulgarian National Bank 
kept inflation lower. Taking away more money 
from the taxpayers that is necessary to finance 
its already huge spending lowers the demand 
and the upward pressure on prices in short run. 
However, in longer run it limits the private 
saving and investment pushing down the supply 
of goods and services that is an anti-inflation 
factor. 
On the other hand, as a result of increasing the 
excise on alcoholic beverages, cigarettes and oils 
their prices are higher (prices in item “Alcoholic 
beverages and tobacco” have risen by about 7.6 
per cent) provided that oil prices indirectly 
influence almost every price in the economy. 
This effect is strengthened by the international 
markets situation where oil prices were high 
during the year and, logically were passed to 
Bulgaria. This development has a direct effect 
on prices in transportation services, which had 
the fastest growth in 2005 with about 11.4 per 
cent. 
Food prices rose by about 4.8 per cent one of the 
reasons being the weaker crops due to the floods 
in the summer. This has an adverse effect on the 
agriculture sector as a whole. According to the 
preliminary NSI estimations, the output of the 
agricultural industry fell down by 5 per cent and 
the gross value added at basic prices fell by 
about 16.3 per cent compared to the preceding 
2004. 
Other sectors where significant increases in 
prices are observed are healthcare (with 9.9 per 
cent) and education (6.4 per cent) while the 
services as a whole went up by 6.9 per cent. 
Their total contribution to inflation is about 36.7 
per cent while the contribution of foods is 34.6% 
and non-foods about 24.4 per cent. Healthcare 
and education are two of the government-
dominated sectors with delayed or non-occurring 
reforms combined with steadily increasing costs 
for them. One can expect that keeping the course 
of this policy in the future will extend the 
ineffectiveness. 
A positive development can be found in 
telecommunications and, more precisely, in 
mobile service pricing. Due to the expanded 
competition some attractive offers were made 
and prices went down. Still one should recall 
that prices had been very high thus enabling the 
telecommunication companies to make 
monopoly profits because of the restricted 
number licenses for mobile and fixed-line 
operators. Therefore, liberalization of the market 
directly led to favorable effect to the consumers. 
This could happen to the economy as a whole if 
an appropriate policy oriented to expansion of 
economic freedom is implemented. 
The conclusion for 2005 is that the rate of 
inflation is relatively high (above 5 per cent). It 
is lower than the annual average rate in 2004 
that was 6.1 per cent but it is significantly higher 
than the rate in 2003 of 2.3 per cent. Keeping 
such rates of inflation is likely to raise doubts 
about fulfillment of the Maastricht criterion 
(inflation rate does not have to exceed by more 
than 1.5 percentage points the average inflation 
in the three lowest level inflation countries of 
the Euro area) which, in turn, could delay the 
adoption of the Euro as a legal tender in 
Bulgaria. In 2006, the inflation will be relatively 
high and likely to be even higher than in 2005. It 
will impose a downward pressure on the real 
incomes of Bulgarians causing a deceleration in 
their growth. Still, the inflation will be in single-
digit limits on account of the currency board 
arrangement. 
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Personal Impressions of the Collapse of the 
Berlin Wall 
(Excerpt from a Diary On the Occasion of the 
World Freedom Day) 
Krassen Stanchev 
 
Obviously, in 1989 nobody knew that fifteen 
years later many would propose celebrating 
November 9 as World Freedom Day. But I was 
simply lucky, perhaps to be in Sofia on 
November 10 when then still ruling communists 
kicked out their leader, Mr. Zhivkov, and on the 
very next day – in Berlin. Here is a selection of 
what I wrote in my notebook. 
10 November 1989 (Friday) 
Morning, on the downtown corner of Rakowski 
Str. and Tzar Osvoboditel [King Liberator] 
Blvd.,5 waking with Roumen Dimitrov, a 
political scientist (now an emigrant in Australia), 
we were interview for then the only political talk 
show Panorama, to be broadcasted next evening 
on First Program of the government TV Station. 
They promised to air 30 seconds. 
The question: What is to be expected after the 
yesterday changes? 
My answer took about 10 seconds, I said: “Not 
before too long, perhaps in a month, opposition 
groupings and parties will emerge; the life will 
be very different.” Roumen talked about five 
minutes, about reformed communist party. Next 
day I left for GDR, after instructing my wife to 
carefully watch Panorama. They showed 
Roumen’s talk, not mine as I learnt later.  
 
11 November (Saturday) 
Around noon 
We, Roumen Dimitrov and I, arrived in East 
Berlin, invited to participate in a seminar on 
What is Going on in Eastern Europe by Dr. 
Michael Brie, then a GDR-dissident - now No 2 
in the ex-Communist Party of the Democratic 
Socialism. We were supposed to speak in 
Russian, my notes for the talk are titled for some 
reason in German ”Zur Frage der sozialen 
Wuerzeln der Wirtschatsreformen” [On the issue 
                                                 
5 Then the official name was Ruski [“Russian”] 
Blvd., but Sofia slang used name this Boulevard “The 
Tzar”. 
of the societal roots of economic reforms]. 
These notes are not finished. 
Afternoon 
Under the suggestion of non-Germans we 
decided to reschedule the seminar for the 
evening and immediately visit the West Berlin. 
For foreigners there was only one border 
crossing, on Friedrichstrasse, the famous Check 
Point Charlie). All participants left, except Brie, 
for West Berlin. We crossed the Wall 
individually, at different points, none of us 
wanted to go there as a group. I do not know 
why… 
 
First impressions 
? Everybody is very serious before crossing 
the border and smiling on the other side. 
? Somebody told me that the public 
transport in West Berlin is free for 
Easterners: on November 10 the city 
authorities realized that it is too expensive 
and that is why from 11th it was allowed 
that all East Europeans (not only 
Germans) ride free. First impression from 
the underground train: when entering a 
coach, East Germans pull out their blue 
passports and show it to the public. (I was 
doing the same with my yellow-green 
Bulgaria pass. 
? On the Eastern side of the Wall, there was 
no public celebration; it was going day 
and night in the West. It seems that the 
most popular advertisement is “TRY 
WEST”, written in Russian: 
POPROBUIY WEST (“West” is a 
Reestma cigarette label) and it is virtually 
everywhere. I did know that is painted and 
covered by graffiti on the West side. On 
the East I remembered it as always white, 
like feta-cheese. It was absolutely 
frustrating to destroy it from the East; it 
happened on West, I did not saw any 
person even approaching the Wall from 
the East.  
? From Friedrichstrasse I took the metro to 
Kurfursterdamm, someone told me it was 
where the crowd is. At the exit from the 
U-Bahn there was a huge, enormous sign: 
“Earrings”. The shop was big that I did 
not trust my eyes and looked in my pocket 
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vocabulary what the sign meant in 
German; naturally, it was “earrings”. 
? Occasionally all people were covering 
their noses with a hand or a scarf; it is a 
sign that an extremely polluting East 
German, Trabant or Wartburg is 
somewhere around. I was surprised that I 
was rarely noticing that extremely 
unpleasant smell in Sofia or on the East 
side of the border. 
? The seminar, today we would call it 
brainstorming, started at 6:30 p.m. in East 
Berlin. 
 
12 November, Sunday 
The same arrangement remains, session 
starts at 5:30 p.m.; until then everyone 
except Brie is in the West.  
? In the S-Bahn I read free newspapers 
distributed by the mayor of West Berlin; 
in all of them there is a map and tons of 
very useful information. Including the one 
that there are water closet containers 
usable without pay. Also, there are 
announcements about conferences and 
street rallies scheduled for the next week. 
Here are two of the topics I obviously 
found interesting: “Future Prospects of the 
Freedom Movement” and “The Role of 
Berlin in the Common European Home”. I 
have no notes about the locations…  
? Most fascinating are the slogans and the 
graffiti, many of them fresh, with white 
paint. One of them is on the roof of an old 
house Friedrichstrasse: ”Welcome to 
Freedom! Revolution Continues!” 
Another good one is: “Fair Elections 
Now!”or “Free the Free University of 
Berlin!” On one pickup truck, from which 
two African Berliners give free hot tea 
(otherwise it cost 2 Deutsche Marks, I 
have only 20 for the entire stay), there is a 
slogan: “Foreigners! Red Front Now!”. I 
was a foreigner after all, and hesitated 
whether to take a tea if I do not like the 
slogan. 
? A senior age American is trying to break 
piece off the Wall with small hammer 
people use to fix windows with. We found 
some iron stick and managed to get two 
concrete pieces from the Wall, one for 
her, the other one for me. 
 
13 November, Monday 
? The brainstorming started again in the 
evening. I spent most the day trying to 
make donation to the library of the Free 
University of Berlin, a full collection of 
Bulgaria Samizdat we, my wife and I 
were carefully collecting for two years 
(1988-1989). (Since I could carry it, it is 
obvious that the collection was not very 
heavy.) That donation was a painful 
experience: the oldish portiere found the 
idea not very attractive, I believed I spoke 
decent German but he understood a little 
and was not much willing to help; 
eventually he called someone and I waited 
for 45 minutes; the librarian (?) asked me 
to fill some document and to compile of 
the items, which I wrote with pleasure; 
than I waited for another hour the clerk 
did not show up and I left the treasure 
with the portiere. On the main university 
building there was a slogan: “Marry 
Christmas! We Keep on Striking!” Few 
years ago I check the Internet catalogue of 
the university, my donation was not there.  
? In the tram back to Friedrichstrasse I took 
a note of the following poetry (in German) 
from a poste: 
“We fought against the Wall,  
Now the Wall is only a Museum. 
Here was the Post War Berlin’s history 
written; 
This was just the beginning,  
Now every step forward is towards Europe 
united. 
We would stay for values we for now 
believed. 
It was undersigned by a gentleman with a 
German family name from New York, sent to 
the (West) Berlin mayor on November 10, 1989. 
 
November 9, 2005 
PS: After I returned back to Sofia, I tried to 
publish my notes in the Bulgarian press. Without 
any success, for about three months. Eventually, 
a satiric and comic newspaper published small 
and most funny excerpts. One of the editors 
liked them, now he is a successful publisher. 
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Dear Readers of IME materials, 
If you would like to be a part of economic freedom dissemination in Bulgaria and the world, and help 
elaboration and advocacy of market-based solutions to challenges citizens of Bulgaria and the region face, 
you can support the Institute for Market Economics by making a donation for: 
1) An article – 100 BGL 
2) The new book “Low Taxes in Bulgaria” – 250 BGL 
3) IME bulletins – 500 BGL 
4) IME WebPages - www.easibulgaria.org, www.ria-studies.net, www.competitiveness.bg - 500 
BGL 
5) IME Mission – over 500 BGL 
 
If you are paying taxes in Bulgaria, 83% of the donation is tax-deductible. For more information please 
write to svetlak@ime.bg. 
Krassen Stanchev, Executive Director 
Institute of Market Economics, Bulgaria 
Georgi Angelov, Dimitar Chobanov, Svetla Kostadinova, Krassen Stanchev, Adriana Mladenova, 
Veliko Dimitrov, Martin Zaimov 
Web address: www.ime.bg/en 
For comments and recommendations: svetlak@ime.bg 
Contacts: Phone/Fax: (++359 2) 944 71 19, 943 36 48 
